The U.S. Government has several international financing and assistance programs which can advance our strategic economic interests outside the U.S. by increasing our economic competitiveness. Chief among these programs are the U.S. Agency for International Development (AID), the Export-Import Bank (Eximbank), the Commodity Credit
Corporation (CCC), the Overseas Private Investment Corporation (OPIC), and the Trade and
Development Program (TDP). Each one of these agencies supports a particular national policy and contributes to our overall national strategy. I will be concentrating on the Eximbank since it is the single most important financing institution supporting our capital goods and services exports. Of these agencies, Eximbank is also the only one without a primary interest in assisting developing countries, though by its very nature, it is heavily involved with this area as well.
I will be examining Eximbank -why we have one, the programs and services it offers, related foreign government competition and how Eximbank performs financially. I will also explore some current issues that concern Eximbank and offer policy recommendations. The U.S. Government has several international financing and assistance programs which can advance our strategic economic interests outside the U.S. by increasing our economic competitiveness. Chief among these programs are the U.S. Agency for International Development (AID), the Export-Import Bank (Eximbank), the Commodity Credit Corporation (CCC), the Overseas Private Investment Corporation (OPIC), and the Trade and Development Program (TDP). Each one of these agencies supports a particular national policy and contributes to our overall national strategy. I will be concentrating on the Eximbank since it is the single most important financing institution supporting our capital goods and services exports. Of these agencies, Eximbank is also the only one without a primary interest in assisting developing countries, though by its very nature, it is heavily involved with this area as well.
I will be examining Eximbank -why we have one, the programs and services it offers, related foreign government competition and how Eximbank performs financially. I will also explore some current issues that concern Eximbank and offer policy recommendations. Exports are vital to our economic future. Since domestic demand is growing slowly, even stagnating at times, the United States has an everpresent need to find new markets outside of the U.S. to keep our economy growing. Additionally, strong exports give us our strategic global position as a world power as much as, and arguably more than, our strong military capability.
"Our exports are especially important to us.

As bad as the recent recession was, it would have gone on for twice as long had it not been
for what we able to sell to other nations... 3 
Presmwt CIWt
Exports are playing an increasingly important role in our Gross Domestic Product (GDP).
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As a percentage, exports since the early 70's have contributed a bigger and bigger share of GDP. In fact, 40% of GDP growth since 1987 is attributable to export growth and during
1991 it prevented what otherwise would have been a sharp decrease in GDP. 4 As our domestic market has demonstrated some stagnation -and has become increasingly vulnerable to foreign competition in industries where we might no longer have a strong comparative advantage -exports of American goods and services (for which the U.S. does maintain comparative advantage) will be critical to maintaining economic growth. Exports are key to our future national well-being! For the most part, the U.S. is a proponent of free trade. Industries should compete in the market solely on the basis of real market factors such as its products, prices, services, marketing and delivery. However, another important part of trade competition is the financing portion. 5 Without the availability of credit, on competitive terms, U.S. businesses could be excluded from potentially lucrative overseas markets; markets which can provide new jobs for Americans. Eximbank provides essential financing support by helping both U.S. exporters and foreign buyers of U.S. goods and services obtain the financing required to complete the sale.
WHAT IS THE EXIMBANK?
The Export-Import Bank of the United States is an independent U.S. Government agency that facilitates the sale of U.S. goods and services to foreign buyers by a number of financing 3 options. Its purpose is to overcome any market imperfections in the financial systems that restrict our exports.
Eximbank was founded in 1934 during the Depression as an institution to aid our export trade.' During this period, private financing capital was virtually non-existent, in the U.S. and overseas, and the U.S. was beginning to have surplus goods production available for sale. Eximbank was designed to provide the financing to facilitate the sale of our exports.
In many ways, Eximbank precepts and purposes are still relevant today. We need to find new markets for our surplus goods and services. Quite often, these new markets are countries where private and foreign government financing are not available.
Reasons for Eximbank's Involvement
There are certain market imperfections that provide the basis for Eximbank to support our export trade. These imperfections include situations such as the economic and political risk of a country. This risk precludes normal commercial financing transactions. Another imperfection could be a competitor country offering low or subsidized financing for their own country's exports. I will further review these two causes of market imperfections.
Commercial Financing is Unavailable
In a lot of developing countries, financial capital is not available to finance their imports. 
Concessionary Trade Financing is Involved
Eximbank is only one of many Export Credit Agencies (ECA) throughout the world. Most of the major developed countries also provide export credit that is frequently in direct competition with our own. This competition is a normal part of doing business, as long as the credit activity is based on market conditions. However, some of our trade competitors offer subsidized financing and/or "tied" aid credits, whereby the donor country subsidizes the cost of the transaction to the buyer in return for the purchase of its goods. These types of actions subvert free market principles and put our exporters at a distinct disadvantage.' If protests by our government through the U.S. Trade Representative, State or Commerce Departments don't remedy the situation, then Eximbank is authorized to offer its own subsidized financing or use its "war chest" of Congressionally appropriated "tied" aid credits.
These actions either stop the use of the other country's concessionary credits or level the playing field to allow our exporters to compete fairly. Since "tied" aid is recognized as a trade-distorting practice, as well as being expensive, the U.S. has pushed for multilateral agreements which limit or end this practice. I will now briefly discuss the ECA competition. To provide some example of the level of export credit activity and how the U.S. compares to the G-7 countries, the following This table indicates is that, even though the U.S.'s participation was significant -with over $2 billion in credits -it was less than 10% of the total activity for this category. There are several countries that consider it very important to their national economic strategy to support their exports, especially when considering their country's GDP is smaller than the U.S.'s GDP. Competition for exports is high! I will now provide an overview of how Eximbank operates, and the programs it offers to U.S. exporters to compete worldwide.
ORGANIZATION FOR ECONOMIC COOPERATION AND DEVELOPMENT (OECD)
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HOW DOES EXIMBANK OPERATE?
Eximbank is designed to be a financially self-sufficient organization -that is -its income 8 should match or exceed its expenses. This is not always the case, as I will explain later.
But for now, I will provide a simplified explanation of how Eximbank's financial operations nin and their offered programs.
Financial Operations
Simply put, Eximbank receives their operating funds by borrowing from the U.S. Treasury.
They're allowed to borrow at the Treasury's lowest or "preferred" rates. There are two primary reasons for these recent losses." First, Eximbank was caught in a large negative interest spread, resulting from the high interest rates of the late 70's and early 80's. The high interest rates hindered our exports, because trade credit became prohibitively high and the value of the dollar was forced up, which accordingly made our exports cost even more. This put a lot of political pressure on Eximbank as exporters required subsidized loans to sell their products. The end result was Eximbank made loans at interest rates lower than their own cost of borrowing.
Second, Eximbank was hit with many loan defaults and non-performing loans. They had to write-off these problem loans as complete losses or recognize the loss of accrued interest.
This problem was common among international financial institutions loaning money to developing countries during the third world debt crisis. More Realistic Exposure Risk Fees. Previous exposure risk fees were inadequate to cover the risk involved with transactions being undertaken. These fees have undergone a complete review and are based upon more realistic market determinants.
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CURRENT ISSUES AND RECOMMENDATIONS I will now touch upon some topical issues that present both concerns of and opportunities for Eximbank. By all means, these are not the only issues facing the bank. However, I believe that they touch upon some important topics with potential impact upon the future viability of Eximbank and its particular contribution to our nation's economic health.
I will be covering the following areas: Sometimes just getting soit.e official or agency, responsible for the government, has been difficult! Eximbank has been willing to initiate programs, usually starting out with shortterm credit insurance, in those countries where they can get the central bank or an entity acting on behalf of the government to be the obligor or guarantor for the transaction.
What will they use to May? One of the toughest problems facing most of these nations is access to hard currency. Their monetary exchanges have been mostly non-convertible until recently and these countries have lacked the ability to freely trade with the West. This has left them with virtually no hard currency to pay for anything they would like to import from the West, despite a large pent-up internal demand for Western products.
In addition to the sovereign-backed risk transactions mentioned above, Eximbank has been willing to consider transactions with organizations that provide repayment security by sharing production payments or hard currency export sales as they are received. though Eximbank has opened all of their financing programs to Hungary, one of the most stable countries in the region, it has proven to be a tough market to crack because of the long-term business relationships Hungary has with Western European exporters.
On the other hand, the U.S. has the advantage because the other ECA's have had a longer involvement with supporting exports in the region, and the recent government changes anci poor economy performance has created a substantial non-payment problem. This is limiting
Western European countries' ability to support new exports, until they resolve repayment of past trade credits.
Recommendation. The FSU and Eastern European countries are an important strategic concern to the U.S. and the rest of the world, in addition to being a large export market for our business community. Establishing economic stability in these countries would assist in establishing political stability and preventing further economic deterioration and a possible collapse into anarchy.
In combination with looking at the many other financial aid and assistance programs the U.S.
might provide, I would recommend a national policy review to examine whether there should be a special set-aside of additional budget authority to Eximbank, in order to become more aggressive in supporting U.S. export activity to FSU and Eastern European region. This could potentially serve two purposes -one, to increase economic activity and infrastructure in these countries -and two, help assist our exporters with establishing long-term business relationships in these potentially large newly-opened markets.
Eximbank Support of Exports with Foreign Content
Foreign content support involves the financing of that portion of the exporter's total sales price that contains components from a second country. Eximbank normally restricts financing support to only the U.S. content and requires that any export package contain at least 50% U.S. content and that all eligible foreign content must be incorporated into the product and shipped from the U.S., in order to qualify for financing. Eximbank also has a overall limitation on its financing. Only 85 % of the total contract price for medium and long-term programs will be supported, which, in defacto, does allows up to 15 % foreign content to be included without actually penalizing the exporter. However, any foreign content portion outside of the defacto 15 % must be financed by an alternative source.-"
These restrictions have been put into place to maximize the U.S. content in exports that Eximbank supports, believing it maximizes American jobs and economic benefits.
However, with the increasing globalization of our economy, particularly manufacturing, how many products qualify within Eximbank parameters? When a U.S. firm doesn't meet those parameters, how much does Eximbank's restrictions affect their competitiveness and ability to make a sale? The U.S. position on foreign content support is one of the most restrictive of all the ECAs. Japan, Germany, U.K., and other ECAs generally take a more liberal view to foreign content. They consider an export sale by one of their businesses to be the primary concern as long as there is some substantial portion of the product originating from within their country.
When government financing support is critical to winning the sale, having some portion of the business is better than losing the export altogether. 20 U.S. Labor organizations have been the chief supporters of continuing Eximbank's foreign content support restrictions, in the belief that it provides incentives to keep jobs from going overseas. While some benefits might be gained in this regard, it does subvert principles of free trade while also putting our U.S. businesses at a distinct disadvantage when competing in the global marketplace. It can also become somewhat shortsighted; if our exports are not competitive, then sales could be lost to other countries, potentially resulting in lost jobs for Americans.
Recommendation. As a way of balancing the need to be responsive to the globalization of American production, Congress and the Administration should review the foreign content support restrictions with a view towards a policy of relaxing these restrictions. This should assist American businesses in remaining competitive. It would also provide the side benefit of reducing the administrative workload on Eximbank associated with the detailed audit of all their transactions to ensure conformity to the foreign content rules.
Concerns about the Federal Credit Reform Act (FCRA) of 1991
The FCRA provided much needed discipline to governmental credit agencies in order to properly account for, and recognize, the true costs of Federal financing programs. On the negative side, however, this appropriation will be a basis for limiting support that Eximbank Improving the bureaucracy. Because of the myriad of government restrictions afflicting Eximbank, they are required to determine the "need" for their financing on a case-by-case basis. This impacts Eximbank's responsiveness, both on the front-end (application-toapproval) and the back end (commitment-to-disburseme._t) periods. Another example of a government requirement that adds delay to the process (besides the foreign content requirement I mentioned earlier) is the need for businesses to document that Eximbank's financing is required before any transaction can be processed. Again, the other major exporting countries' ECAs consider exports a major part of their economic strategy and provide the necessary funds and administrative freedom to support them.
Eximbank has made many commendable improvements in streamlining their bureaucracy and delegating loan approval authority, but conforming to governmental restrictions will be hard to overcome in any effort to become more timely. Eximbank's role in our national economic strategy. These issues are summarized as follows:
1. Review our national policy with the view towards establishing a special augment to Eximbank's budget authority to aggressively support exports to the newly emerging democracies in Eastern Europe and the Former Soviet Union. This could assist with building the economic structure of those countries while giving our businesses the sound groundwork for long-term relationships in a major new marketplace.
2. Review our policies regarding Eximbank foreign content support with a view towards relaxing those restrictions. Though, in the short-run, foreign content rules intend to preserve American jobs, in the long-run, they could actually be damaging 
